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7 Key Topics to Understand

1. Covered Payroll Period

2. Cash Compensation

3. Salaries for owner-employee/self-employed/general partners 

4. FTE Calculation

5. FTE Reduction Safe Harbors 1 and 2

6. FTE Reduction Exceptions

7. Eligible Payroll and Non-Payroll Costs
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1. Covered and Alternative Covered Payroll Period

ÅCovered Period - begins on the date the loan proceeds are 
disbursed and ends 8 weeks (56) days from that date.  If 24 weeks, it 
begins on the date the loan proceeds are disbursed and ends 24 
weeks (168 days) from that date.

ÅAlternative Period ӛBorrowers with a bi-weekly or more frequent 
payroll schedule may elect the Alternative Period.  Example: If the 
DG9F AK <AK:MJK=< GF HJAD ҐҎ 9F< L@= >AJKL <9Q G> L@= :GJJGO=JӐK >AJKL
pay period following the disbursement is April 26, then the first day 
of the Alternative Payroll Period is April 26.
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2. Cash Compensation 

For each individual employee, the total amount of cash compensation eligible for 
forgiveness may not exceed an annual salary of $100,000, as prorated for the 
Covered Period. For an 8-week Covered Period, that total is capped at $15,385 
per employee. For a 24-week Covered Period, that total is capped at $46,154 per 
employee.
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3. Owner-Employee/Self Employed/General Partner

ÅIf a 24-week Covered Period applies, for any owner-employee or 
self-employed individual/general partner, salary is capped at 
$20,833 per individual; and

ÅIf the Borrower has elected an 8-week Covered Period, for any 
owner-employee or self-employed individual/general partner, 
salary capped at $15,385 per individual. 

ÅExcludes owner-employees who own less than 5% of C-Corp. or S-Corp.
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4. Required FTE Calculation

ÅFor each employee, for the appropriate period (Covered or Alternative 
Covered):

1. Take the average number of hours paid per week, divide by 40, and round the 
total to the nearest tenth. 

ÅThe maximum for each employee is capped at 1.0. 

2. Or, simply assign a 1.0for employees who work 40 hours or more per week and 
0.5for employees who work fewer hours.
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5a. FTE Reduction Safe Harbor 1

Provides asafe harbor from reductions in forgiveness, based on reductions in 

full-time equivalent (FTE) employees,for borrowers that are unable to returnto 

the samelevel ofbusiness activityprior to February 15, 2020,due to compliance 

with requirements/guidancebetween March 1, 2020 and December 31, 2020 

by the: 

ÅSecretary of Health and Human Services

ÅDirector of the Centers for Disease Control and Prevention

ÅOccupational Safety and Health Administration,related to worker or 

customer safety requirementsrelated to COVIDӛ19.
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5b. FTE Reduction Safe Harbor 2

Å If the Borrower reduced its FTE employee levels in the period 
beginning February 15, 2020, and ending April 26, 2020; and

Å The Borrower then restored its FTE employee levels by not later 
than December 31, 2020 to its FTE employee levels in the 
 GJJGO=JӐK H9Q H=JAG< L@9L AF;DM<=< $=:JM9JQ ҏғӅ ҐҎҐҎӄ
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6. The Six FTE Reduction Exceptions

Å$GJ 9FQ =EHDGQ==K <MJAF? L@= ӈ !GN=J=< .=JAG<

1. The Borrower made a good-faith, written offer to rehire an employee, which was 
rejected by the employee

2. Were fired for cause

3. Voluntarily resigned

4. Voluntarily requested and received a reduction of their hours

5. Borrower made a good faith, written offer to restore any reduction in hours at the same 
salary or wages, but the employee rejected

6. Borrower was unable to hire similarly qualified employees for unfilled positions by 
December 31, 2020

Å FQ $2# J=<M;LAGFK AF L@=K= ;9K=K <G FGL J=<M;= L@=  GJJGO=JӐK DG9F >GJ?AN=F=KKӄ

11



ҕ9ӄ 5@9L AK ӏ.9QJGDD !GKLӐ

ÅPayroll costs consist of:
Å compensation to employees (whose principal place of residence is the United States) in the form of 

salary, wages, commissions, or similar compensation; cash tips or the equivalent (based on 
employer records of past tips or, in the absence of such records, a reasonable, good-faith employer 
estimate of such tips); 

Å payment for vacation, parental, family, medical, or sick leave; 
Å allowance for separation or dismissal; 
Å payment for the provision of employee benefits consisting of group health care coverage, including 

insurance premiums, and retirement; 
Å payment of state and local taxes assessed on compensation of employees; 
Å and for an independent contractor or sole proprietor, 

Å wage, commissions, income, or net earnings from self-employment or similar compensation.
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7b. Summary of Eligible Costs - Payroll

ÅPayroll costs paid and payroll costs incurred during the eight-weeks (56-days) 
Covered Period or 24-weeks (168-days) Covered Period (cannot exceed 
December 31, 2020).

ÅPayroll costs are considered paid on the day that paychecks are 
distributed, or the Borrower originates an ACH credit transaction. 

Å.9QJGDD ;GKLK 9J= ;GFKA<=J=< AF;MJJ=< GF L@= <9Q L@9L L@= =EHDGQ==ӐK H9Q AK
earned. 

Å.9QJGDD ;GKLK AF;MJJ=< :ML FGL H9A< <MJAF? L@=  GJJGO=JӐK D9KL H9Q H=JAG< G>
the Covered Period are eligible for forgiveness if paid on or before the next 
regular payroll date. 

ÅOtherwise, payroll costs must be paid during the Covered Period. 
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7c. Summary of Eligible Costs  Non-Payroll

ÅCovered mortgage obligations: 
ÅPayments of interest (not including any prepayment or payment of principal) on 

any business mortgage obligation on real or personal property incurred before 
February 15, 2020.

ÅCovered rent obligations: 
ÅBusiness rent or lease payments pursuant to lease agreements for real or personal 

property in force before February 15, 2020.
ÅCovered utility payments : 
ÅBusiness payments for a service for the distribution of electricity, gas, water, 

transportation, telephone, or internet access for which service began before 
February 15, 2020.

ÅEligible non-payroll costs cannot exceed 40% of the total forgiveness amount. 

ÅCount non-payroll costs that were both paid and incurred only once.
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7c. Summary Eligible Costs Non-Payroll -!GFLӐ<

1. If a borrower is renting a space, and they sublease a portion of the space, the borrower can only 
claim the net rent expense. In other words, if the rent is $7,000 per month, and they sublease for 
$3,000 per month; they can only claim $4,000 for non-payroll expenses.

2. If a borrower has a mortgage on the building, and they lease 25% of the fair market value of the 
building, they can only claim 75% of the mortgage expense for forgiveness.

3. If the borrower shares the space with another business, they must prorate the rent and utility 
payments in the same manner as on the borrowerôs 2019 tax filings, or if a new business, the 
borrowerôs expected 2020 tax filings.

4. If the borrower is paying rent to a real estate holding company (which they own), the borrower can 
only claim that portion of rent that does not exceed the monthly interest payments on the loan, for 
the covered period.

5. If the borrower works out of their home, they can only include that portion of non-payroll expenses 
(for the covered period) that were deductible on the borrowerôs 2019 tax filings, or for a new 
business, the borrowerôs expected 2020. 

https://home.treasury.gov/system/files/136/PPP--IFR--Treatment-Owners-Forgiveness-Certain-Nonpayroll-Costs.pdf
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PPP Forgiveness Application 3508 EZ

ÅNewLoan Forgiveness Application 3508EZ ӛ3 pages
ÅSeparated into 3 sections: pages 1 and 2 must be submitted to the lender:

1. PPP Forgiveness Application (p 1)
2. Certification(p 2)
3. Borrower Demographics (p 3)
4. Instructions

This application is only for the following Borrowers:
ÅSelf employed and have no employees.
ÅDid not reduce the salaries or wages of their employees by more than 25%, and did 

not reduce the number or hours of their employees; or
ÅExperienced reductions in business activity as a result of health directives related 

to Covid-19 and did not reduce the salaries or wages of their employees by more 
than 25%.

17

www.sba.gov/pppMF<=J ӑ*G9F "=L9ADK 9F< $GJ?AN=F=KK

http://www.sba.gov/ppp


PPP Forgiveness Application 3508EZ
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PPP Forgiveness Application 3508EZ
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Form 3508 EZ Certification
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Form 3508 EZ Certification
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Form 3508 EZ Certification
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PPP Loan Forgiveness Application Revised

ÅRevisedLoan Forgiveness Application Revised ӛ5 pages

ÅSeparated into 5 sections: pages 1 - 3 must be submitted to Lender:
1. PPP Forgiveness Application Calculation (p 1)
2. Certification(p 2)
3. Schedule A (p 3)
4. Schedule A worksheet (p 4)
5. Borrower Demographics (p 5)
6. Instructions

www.sba.gov/pppunder Loan Details and Forgiveness.
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Schedule A Worksheet
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Schedule A Worksheet
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Schedule A Worksheet
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Schedule A



Schedule A 
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Schedule A 
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Schedule A 
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Application 
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Application Calculation Form
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